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Asset - Liability 
Management of PACS in 
Kerala -  A Diagnostic Study

D r .  G .V e e r a k u m a r a n 1

INTRODUCTION

T h e  P r i m a r y  A g r i c u l t u r a l  C re d i t  Soc ie t ie s  (PACS) in K e r a l a  a re  u n iq u e  
in m a n v  w a y s  T h e y  h a v e  a v e ry  la rg e  m e m b e r s h i p  a n d  v e ry  so u n d  
r e s o u r c e  b a - e  u n l i k e  t h e i r  c o u n t e r p a r t s  e l s e w h e r e  in  th e  c o u n t ry .  The  
p e r f o r m  an e of  P A C S  in K e r a l a  v is -a -v is  th e  PA CS in the  c o u n t r y  ns a 
w h n L  is p r e s e n t e d  in T ab le  17.1

TABLE 17.1 P r im ary  Agriculture Credit Societies- Important Items of
Data as on 31 03 95.

S N’o Item Kerala All India

I No of Societies 1583 90106

2 Membership  (lakhs) 110 98 (7011) 880 80 (974)

3 Owned Funds 28448 (14.81) 262199 (2 9)

I Deposits 183800 (97 08) 261980 (2 79)

5 Borrowings 51003 (32 00) 9B9570 (10 01)

R Working Capital 208132 (100 80) 1630368 (18 03)

7 Loans O u ts tand ing
(ST+MT) 116191 (92 35) 1140442 (12.01)

* Figures in bracket indicate avernge per society
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T h e  a v e r a g e  of dcposi ti i  rao ln l i / '  d ami loan* d i i -buraed  by P A C S  in 
K e r a la  a r e  •M-vt-rnI Lirnca m ure  t h a n  th e  All I n d m  a v e r a g e  T h e  a v e r a g e  
me in h r  i -> b 111 p e r  Hueiety in K e r a la  w as  7011 a g a i n s t  t h e  All I n d i a  
a v e r a g e  of 97 I I )i p i le  t h e  e i t rength .-  PA CS in Kt-ra la  e x h ib i t e d  
c e r t a i n  a n a t o m i c a l  a n d  p h y s i o l u g K a l  d m a b i l i t i i  i- ul  a f i n a n c i a l  
c h a r a c t e r

O u t  uf  th e  1583 PA CS in K era la .  1030 w e n  r u n n i n g  ul u loss  and  
th e  t u t .11 loss i n c u r r e d  by th e m  a m o u n t e d  t<, R>- Jj  53 (a o re s  in 1 9 9 1 -  
95. T h e  loss of  PA CS wob m a in ly  on a c c o u n t  of poo r  m a n a g e m e n t  of 
f u n d s  hv in c o m p e t e n t  p e r s o n n e l  T h e  P a r a m e s w a r a n  P i l la i  c o m m i t t e e  
a p p o in t e d  by  the  Oovt of K era la  to s tu d y  th e  w o rk in g  o f  P A C S  in K era la  
a lso  m a d e  th e  s a m e  o b s e r v a t io n

L iab i l i t i e s  a r e  c r e a t e d  a t  a cost  a n d  a s s e t s  a r e  m a d e  for a r e t u r n  by 
t h e  b a n k s  N a t u r a l l y  th e  p ro f i t a b i l i ty  of  h a n k i n g  busuwei-  depen,d.t 
l a r g e l y  u p o n  t h e  j u d i c io u s  m a t c h i n g  of  t h e  a s s e t s  a n d  l i a b i l i t i e s  The 
b a n k s  m u s t ,  t h e r e f o r e ,  m a t c h  m a t u r i t i e s  o f  l i a b i l i t i e s  w i t h  t h e  
m a t u r i t i e s  of t h e  a s s e t s  so as  to m i n i m i s e  t h e  r i s k s  r e l a t e d  to c redi t  
l i q u id i ty  a n d  i n t e r e s t  r a t e  f l u c tu a t i o n

T h e  P A C S  in K e r a l a  l e n d  s m a l l  a m o u n t s  to a l a r g e  n u m b e r  of 
c u s t o m e r s  by m o b i l i s in g  h igh  cost, d e p o s i t s  ( the  s h a r e  of  fixed d e p o s i t s  
in th e  to ta l  depos i t s  a ro u n d  85 p e r  centj .  As a resu l t ,  the  PACS in K era la  
fall in th e  r a n g e  of  h igh  r i sk  r e l a te d  to c r e d i t  a n d  l iqu id i ty .  I t  w as  in 
t h i s  c o n te x t  t h a t  an  a t t e m p t  w a s  m a d e  to go for a n  in d e p t h  s t u d y  of 
th e  a s s e t  - l i ab i l i ty  s t r u c t u r e  of PA CS in two b locks  of T h n s s u r  d i s t r i c t  
in  K e r a la .

OBJECTIVES OF THE STUDY

T h e  ob jec t ives  of th e  s tu d y  a r e  :
1. to e x a m i n e  th e  a s s e t  - l iab i l i ty  s t r u c t u r e  of  P A C S  ; a n d
2. to a n a ly s e  the  im pac t  of the  a s s e t  - hab i l i ty  s t r u c tu r e  on th e  f inancial 

p e r f o r m a n c e  of PACS.

METHODOLOGY

T h e r e  w e r e  157 PACS, s p r e a d  ove r  five blocks,  in  T h r i s s u r  d is t r ic t .  .All 
the  20 PACS except  one in the  Y a d a k k a n c h e r r y  a n d  P a z h a y a n n o o r  blocks 
w e re  r u n n i n g  a t  a loss s ince  a long t im e .  H ence  all t h e  PA CS in  these  
tw o  blocks  w e re  s e lec ted  for th e  study7. H ow ever ,  due  to inadequacy '  
a n d  de f ic ienc ies  in  th e  d a ta ,  two PACS w ere  d ro p p e d  from th e  final 
a n a l y s i s .  T he  s tu d y  w as  b a se d  on f inanc ia l  d a t a  collected for four  y ea rs



trom 1993—94 to 1996—97 from the selected societies using a s t ruc tu red  
rormar. I he d ata w as  ana lysed  by working out re levan t  f inancial ratios 
based on the ba lance  -heet  and  income s ta tem en t .

TABLE 17.2 Asset-Liability Management Terms
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Part icu lars  1993-94 1904—95 1995-9G 199G-97

I LIABILITY STRl 'CTURE RATIOS

a. Owfied Funds to Working Capital 4.83 4.32 4.60 4.31
b. Othpr Funds to Working Capital 8.49 7.58 7.05 G 69
c. Deposits to Working Capital 72.50 67.83 76.94 81.39
d Depo-it Mix

i Fixed Deposits 85.15 83.96 85.80 86.18

u Savings Deposits 14.55 15 72 13.90 13.62

in Current  Deposits 0 30 0.32 0 30 0 26

p Borrowings to Working Capital 36.19 38 90 30.10 26.37

H ASSET S T P . rc T C R E  RATIOS

a Fluid Resources to Deposits 23.72 22 98 19 16 18 15
b Fluid Resources to Working 

Capita l 17 20 15 59 14.74 15.02
r Credit  - Deposit 100 65 100.30 99 99 94.33
d Credit  to Working Capital 72 98 68 04 76.94 76 78
r* Loan Mix

i Short  T*Tm Loans 81 93 81 02 8 1 1 2 81.04
ii Medium Term Loans 7 98 10.24 1 1 36 12.22
in Long Term Loans 10 08 8 71 7.52 6.75

r Fixed A • • r• to Working Capital 2 33 2 15 2 12 2.13

g Nrrumulated l.o • to Owned Funds 3 7 1 3 6 1 3.3 1 3.56

h Ari uinul.ited l,o i to Working 
Capital 18 08 15 19 15 .17 15.38

111 PROFITABILITY RATIOS

a Return on \s»ets 9 99 9 65 1 1 68 1121

1. ( ,i«f nf Fund-'. 0 11 8 24 8 29 8 43

r Inter '1 •' Mnrgin to Working f'npitnl II 68 1 10 3 19 2 77

d C o u f  M in.igr-ment to Working
i 'apital 2 80 1 17 1 50 1 30

p Provision11 io Working Capital | 89 2 06 2 16 1 86

r Met Loss tri Working f'-ipitnl 1 1 1 I 08 5 5 7 2 14
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RESULTS AND DISCUSSION

T h e  iihst-i pool ul PA CS c o n ta in  h igh  y ie ld ing  a n d  low y ie ld in g  asst-is, 
p e r f o r m i n g  oh well  an nojg-performing u th e i s  S im i la r ly  th e  l iab i l i t ie s  
h a - k e t  ol PACS inc lude  h igh  cost a n d  low eo«t f u n d s  T h e  f inanc ia l  
p e r f o r m a n c e  o f  a PA CS in t h u s  a func t ion  ol the  u.-het l iab i l i ty  mix 
anil  m a tc h .  T h e  H lruc tu re  of the  arinetb a n d  liuhilii ji t- wae a n a ly s e d  by 
m e a n s  of c e r t a i n  f in a n c ia l  s t r u c t u r a l  r a t io s  (Table  17 2] T h e  im p a c t  ol 
a s s e t  ■ l iab i l i ty  s t r u c t u r e  on th e  f inanc ia l  p e r f o r m a n c e  wa^ e x a m i n e d  
by m e a n s  of  c e r t a i n  p ro f i tab i l i ty  r a t io s

Liabilities Structure Ratios

O w n e d  Funds to W o rk in g  C ap i ta l  The  owner! fund.-, do not h a v e  any 
specif ic  exp l ic i t  cost. A h ig h e r  s h u r c  of o w n ed  fu n d s  m i n i m s  > t he  cost 
of  f u n d s  a n d  s t r e n g t h e n s  the  bu f fe r  for l en d e r s .  The  r a t io  d u r i n g  the  
four  y e a r  pe r io d  dec l ined  from 4.83 p e r  cen t  to 4.31 p e r  cen t  The  r a t io s  
h a d  in f a c t  d ec l ined  b e c a u se  of the  n e g a t iv e  o p e r a t i n g  r e s u l t s  of th e  
PACS.

O th e r  r  it n ils to W ork ing  C ap i ta l  T h e  o t h e r  fu n d s  com posed  of v a r io u s  
n o n - s t a t u t o r y  r e s e r v e s  w hich  a r e  e i t h e r  a p p r o p r i a t i o n  o f  or  c h a r g e  on 
p ro f i t s .  T h e  o t h e r  fu n d s  ra t io  dec l ined  from 8.5 p e r  c e n t  in  1 993-94  to
0.7 p e r  c e n t  in 1990-97 .  T he  dec l ine  in th e  r a t io  w a s  m a in ly  d u e  to  th e  
r e d u c e d  p rov is ions  a n d  a p p r o p r i a t i o n s .

D ep o s i t s  to W ork ing  C ap i ta l  D epos i t s  a r e  h igh  cost fundt- A h ig h e r  
s h a r e  of  d e p o s i t s  in th e  w o rk in g  c a p i t a l  in c r e a s e s  th e  cos t  of funds .  
T h e  r a t io  in c r e a s e d  from 72.5 p e r  c e n t  in 1993-94  to 81.4 p e r  cen t  in 
1 9 9 0 - 9 7 .  T h e  h i g h e r  r a t e  o f  i n t e r e s t  o f f e r e d  by P A C S  v i s - a - v i s  
c o m m e rc ia l  b a n k s  w as  the  m a in  a t t r a c t i o n  for d e p o s i to r s  to f a v o u r  the
PACS.

D e p o s i t  M i x  N o t  only the  q u a n t u m  of d ep o s i t s  b u t  a lso  th e  q u a l i ty  of 
d e p o s i t s  in f lu e n c e s  th e  o p e ra t io n a l  flexibi li ty  a n d  efficiency o f  PACS. 
T he  fixed depos i t s  c o n s t i tu te d  a ro u n d  85 p e r  cen t  of th e  depos i t  mix a n d  
th e  ba lan ce  w as  m a in ly  sav ings  deposi ts .  The total  deposi ts  a n d  the  fixed 
d e p o s i t s  r e g i s t e r e d  a g row th  of 70 p e r  cen t  a n d  72 p e r  cen t  respec t ive ly  
The  h ig h e r  s h a re  of fixed deposi ts  in the  deposi t  mix undoubted ly  g ran ted  
g r e a t e r  o p e r a t io n a l  flexibi l i ty  to PACS b u t  a t  th e  cost  of o p e ra t io n a l  
e f f ic iency .  T h e  s h a r e  of s a v in g s  a n d  c u r r e n t  d e p o s i t s  d e c l in ed  b u t  
m a r g i n a l l y  o v e r  th e  y e a r s .  T he  depos i t  p a t t e r n  of th e  PA CS w as  a lm o s t  
r a n g e  bound .

B o r r o w in g s  to W o r k in g  C a p i ta l  P A C S  b o r ro w e d  m a i n ly  from th e  
C e n t r a l  ( D i s t r i c t )  C o - o p e r a t i v e  B a n k  fo r  a g r i c u l t u r a l  a n d  n o n -  
a g r i c u l t u r a l  p u r p o s e s .  W h i le  b o r r o w i n g s  for  a g r i c u l t u r a l  p u r p o s e  
offered  a c le a r  four p e rc e n t  m a rg in ,  b o r ro w in g s  for n o n - a g r i c u h u r a J
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p u r p o s e s  o f ten  r e s u l t e d  in  a n e g a t iv e  m a r g in .  T h e  r a t i o  a f t e r  sh o w in g  
a m a r g i n a l  r ise  in  199-1—95 s t e a d i ly  dec l ined  in  the  fol lowing y e a r s  a n d  
to u c h e d  26.4 p e r  c e n t .  T h e  s h a r p  d rop  in the  r a t io  w a s  d u e  to the  
s t a g n a t i o n  m  a g g r e g a t e  b o r ro w in g s  a g a i n s t  a 51.1 p e r  cen t  g ro w th  in 
w o rk in g  c a p i t a l .  T h e  PA CS in  t h i s  a r e a  sh o w ed  a r e lu c ta n c e  to m a k e  
full u se  o f  th e  r e f in a n c e  faci li ty  b e c a u s e  of th e  c o m p l ica ted  lo an in g  
p r o c e d u r e s  a n d  n o n - a v a i l a b i l i t y  of t im ely  c red i t .  As a r e s u l t  t h e  PACS 
w ere  forced to lend  t h e i r  ow n  f u n d s  w h ich  w ere  r a i s e d  a t  a h ig h  cost 
for h ig h  r isk ,  low r e t u r n  p u rp o s es .

Assets Structure Ratios

Fluid Resources  to D ep o s i t s  F lu id  r e s o u r c e s  co n s i s t  of c a s h  in  h a n d ,  
c a s h  a t  th e  b a n k  a n d  m a r k e t a b l e  secu r i t i e s .  The  r a t io  s t e a d i ly  d ec l ined  
a n d  t o u c h e d  18.5 p e r  c e n t  in 1 9 9 6 -9 7  from 23.7 p e r  c e n t  in 1993-9-1. 
Th is  t r e n d  w a s  e n c o u r a g in g  from th e  ang le  of p ro f i tab i l i ty  b u t  a l a r m i n g  
from the  Liquidity angle .  T h o u g h  PACS w ere  legally bound  to keep  25 per  
c e n t  of th e  D e m a n d  a n d  T im e  L iab i l i t ie s  (DTL) as  fluid re so u rc es ,  th e  
P A C S  o f  th i s  a r e a ,  in p rac t ice ,  dec l ined  to toe in l ine w i th  th i s  n o rm .

Fluid Resources  to W o rk in g  C ap i ta l  T h e  r a t io  a lso  sh o w ed  a d e c l in in g  
t r e n d  - i m i l a r  to th e  r a t i o  of  fluid r e s o u r c e s  to d e p o s i t s .  T h e  r a t i o  
d r o p p e d  from 17 2 p e r  c e n t  to 15 p e r  c e n t  d u r i n g  th e  s t u d y  per iod .  The  
low r e t u r n  on  fluid  r e s o u r c e s  a n d  in a d e q u e n c y  of lo an ab le  fu n d s  would  
h a v e  fo rced  t h e  P A C S  to s a c r i f i c e  t h e  Liquidity  to  l e a v e  t h e  lo an  
o p e r a t i o n s  u n a f fec ted .

Credit - D iyo s i t  Rat io  The  rat io  w as  100.1 p e r c e n t i n  1993-91. It gradual ly  
d e c l in e d  a n d  to u c h e d  9 1.3 p e r  c e n t  in 1996 97. T h e  C'D ra t io  of  PA CS 
cou ld  go w »• 11 above  100 p e r  c e n t  a s  b o r ro w in g s  from th e  D is t r ic t  Co­
o p e r a t iv e  B a n k s  a re  free from fluid re so u rces  r e q u i r e m e n t s .  T h e  low CD 
ra t io  i no t  j u - t i f i e d  as  the  b o r ro w in g s  o f  PA CS in th i s  a r e a  w a s  a r o u n d  
33 p e r . « nt. of f h “ w o rk in g  cap i ta l  a n d  th ey  w ere  k e e p in g  fluid r e so u rc es  
Ivdnw th*• r e q u i r e d  m a rk .

Credit  to W o r k in g  C a p i ta l  C r e d i t  - W o rk in g  C a p i t a l  r a t io  is a b e t t e r  
m i r r o r  of  t h e  c r e d i t  c r e a t i o n  c a p a c i t y  of PACS T h e  r a t i o s  t h o u g h  
i n c r e a s e d  f rom  73 to 77 p e r  c e n t  d u r i n g  th e  s t u d y  p e r io d ,  s h o w e d  
s ta g n a n c y  f ' n l i k e  f he CD ra t io ,  th e  c red i t  - W ork ing  c a p i t a l  r a t i o  
s h o w e d  i m a r g in a l  in c r e a s e  as  th e  w o rk in g  c a p i t a l  e ro d e d  th e  e x te n t  
of  a c c u m u l a t e d  losses  T h e  c re d i t  w o r k in g  c a p i t a l  r a t io  o f  PA CS in 
t h i s  a r e a  w a s  on ly  w i t h i n  th e  r a n g e  of 70 w h e n  s o u n d  f i n a n c i a l  
m a n a g e m e n t  d e m a n d e d  a ra t io  above 100 p e r  ren t

I .nan M i r  T h e  PAf S ire the  p r in c ip a l  sou rce  of sho r t  t e r m  cred i t  (ST) 
in K e r a l a  T h e  S T  loans  on n n  a v e rn g p  a c c o u n te d  for 82 p e r  cen t  of the  
to ta l  loans ,  the  ha I a nee be ing  m e d iu m  te rm  (MT) ind  lo n g - te rm  (l,T) 
loans  D u r in g  th e  s tu d y  per iod  the  s h a r e  of I.T lo an s  d e c r e a s e d  from
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111 to hi veil pure  i nt  a n d  M T  louiih in c r e a s e d  from 8 to 12 p e r  ru n  I . The  
total  loans  advanced  had  grown by 59 pur cunt d u r in g  the reference period. 
Mm foi a m a r g i n a l  chil i  from LT to M T  tin lo an  por t fo l io  ol PACS in 
th i s  a r e a  r e m a in e d  the  s a m e  ovei the  pi n o d

r i x e d  A s s e t s  In W o rk in g  C ap i ta l  I d u a l l y  tin fixed c a p i t a l  ol h a n k in g  
i n s t i t u t i o n s  would  be ve ry  sm a l l  In th e  ia.se ol P A C S  in  th i s  a r e a  the 
fixed a s s e t s  const  i l u t e d  a r o u n d  2 .1H p e r  r e n t  of ihe  w o r k in g  c a p i t a l  and  
it show ed a m a r g i n a l  dec l ine  over  th e  y e a r s

A c c u m u l a t e d  Loss  to O w n e d  Lunds  T h e  o w n e d  f u n d s  ol th e  P A C S  
s t u d i e d  h a d  b e e n  e ro d e d  co m p le te ly .  T h e  a c c u m u l a t e d  lui-s a m o u n t e d  
to d 5 t im e s  th e  o w n ed  funds .  T he  r a t io  had  sev e re ly  ci ippled  t he- credit, 
c r e a t i o n  c a p a c i t y  o f  t h e  PA C S .  T h e  Ionhc • r e s u l t e d  r n a i n h  d u e  to 
p ro v i s io n  for o v e rd u e s ,  n a r r o w  i n t e r e s t  m a r g i n  a n d  m o u n t i n g  cost ol 
m a  n n g e m c n t

A c c u m u la te d  loss to  W ork ing  C ap i ta l  T h e  e x t e n t  of e ro s ion  of l undf is 
b e t t e r  r e p r e s e n t e d  by th e  a c c u m u l a t e d  loss w o r k in g  c a p i t a l  r a t i o  The  
e ro s io n  w a s  to th e  e x t e n t  o f  18 p e r  c e n t  in 1 9 9 3 -9 4  b u t  n  d e c l in e d  to 
15.38 in 1996-97 .

P r o f i ta b i l i ty  R a t io s

R eturn  on A s s e t s  R e t u r n  on a s s e t s  is a  m e a s u r e  o f  t h e  eff ic iency of 
d e p lo y in g  th e  funds .  T he  a v e r a g e  r a t e  o f  r e t u r n  on a s s e t s  sh o w ed  a 
f l u c t u a t i n g  t r e n d  d u r i n g  th e  per iod .  It  r a n g e d  b e tw e e n  9.G p e r  cen t  and
11.7 p e r  cen t .  T h e  w ide  f lu c tu a t io n s  in  th e  r a t i o s  m a y  be a t t r i b u t e d  to 
th e  c h a n g i n g  com pos i t ion  of th e  a s s e t  por t fo l io  a n d  occas iona l  rev is ion  
o f  i n t e r e s t  r a te s .

Cost  o f  Funds  The  a v e r a g e  cost  of f u n d s  m e a s u r e s  t h e  eff ic iency of 
f u n d s  m ob i l i sa t ion .  T h e  r a t io  d e c re a s e d  from 9 1 p e r c e n t  in  1993—94 to 
8.4 pe r  cen t  d u r in g  the  s tu d y  period.  However,  the  decline w a s  not  s teady.

In teres t  M arg in  I n t e r e s t  m a r g i n  i n d i c a t e s  th e  o v e ra l l  eff ic iency of 
b a n k i n g  b u s in e s s .  It  e x h ib i te d  an  u p w a r d  t r e n d  from 0.55 p e r  c e n t  in 
1993—94 to 2.78 p e r  c e n t  in  1996—97. Stil l  t h e  r a t i o  w a s  s h o r t  of the  
m i n i m u m  four  p e r  c e n t  m a r g i n  s u g g e s te d  for PA C S .  T h e  i m p r o v e m e n t  
in  th e  r a t io s  m ig h t  be a t t r i b u t e d  to th e  i m p r o v e m e n t  in t h e  r e t u r n  on 
a s s e t s  ra t io .

C os t  o f  M a n a g e m e n t  to W o rk in g  C ap i ta l  T h e  i n t e r e s t  m a r g i n  m u s t  be 
good e n o u g h  to cover  th e  cost of m a n a g e m e n t  a n d  p ro v i s io n s  a n d  leave 
a s u r p l u s .  H ow ever ,  the  a v e r a g e  cost  of m a n a g e m e n t  of  PA CS in the 
a r e a  w a s  above  th e  i n t e r e s t  m a rg in .  T he  cost of m a n a g e m e n t  inc reased  
from 2.8 p e r  cent in 1993-94 to 3.36 p e r  cen t  in 1996-97 w i th  f luc tua t ions  
in t h e  i n t e r v e n i n g  y e a r s .
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S e t  Loss  to W ork ing  Capi ta l  The  p rof i tab i l i ty  of PACS w as  an a ly se d  in 
r e l a t io n  to the  w o r k in g  c ap i ta l .  T h e  p ro f i tab i l i ty  w h ic h  w a s  - 4.14 p e r  
c e n t  in 1993-94  im p ro v e d  to - 2.44 p e r  cen t  in th e  t e r m i n a l  y e a r  of th e  
s tu d y  T h e  p ro f i tab i l i ty ,  t h o u g h  it w as  n e g a t iv e  in  all  t h e  y e a r s ,  w a s  
im p r o v in g  s t e a d i ly  t h r o u g h o u t  o u t  th e  per iod .  T h e  i m p r o v e m e n t  in 
profi tabi li ty  w as  chiefly on account  of the  im p ro v em en t  in in t e r e s t  m a rg in  
a s  the  cos t  of m a n a g e m e n t  in c r e a s e d  a n d  th e  p ro v i s io n s  ra t io  dec l ined  
only m a r g in a l ly  d u r i n g  th e  per iod.

CONCLUSION

T h e  s t u d y  h a s  b e e n  ab le  to h ig h l ig h t  som e w e a k n e s s e s  of th e  a s s e t  - 
l i ab i l i ty  m a n a g e m e n t  of  PACS. T h e  fact  t h a t  all th e  PACS e x cep t  one 
in th e  two b locks  w ere  in c u r r i n g  loss is a m a t t e r  of g r e a t  c h a l l e n g e  for 
policy m a k e r s .  T h e  a c c u m u la t e d  losses  of som e in d iv id u a l  soc ie t ies  h a d  
c o m p l e t e l y  e r o d e d  t h e i r  ‘O w n  F u n d s '  a n d  w e r e  on  t h e  v e r g e  of  
l i q u id a t io n

The  PACS. in th e i r  own e n th u s i a s m  for depos i t  mobi l isa t ion ,  collected 
h igh  co - t  d e p o s i t s  t h r o u g h  in n o v a t iv e  fixed d e p o s i t  s c h e m e s  w i th  ou t  
e v e n  look ing  in to  t h e i r  v iabi l i ty .  H ow ever ,  th e  soc ie t ies  forgot  o r  fai led 
to c r e a t -  a s s e t s  m a t c h i n g  th e  r i s k - r e t u r n  com plex ion  of  th e  l i ab i l i t ie s  
t h e y  Floated e i t h e r  d u e  to th e  neg l igence  or  ig n o r a n c e  of th e  p e r s o n n e l .  
(The s e c r e t a r i e s  of a lm o s t  all th e  soc ie t ies  h a d  on ly  S . S . L . C  a n d  J . D . C  
q u a h f i  a t i o n i .  I t  w a s  a s t o n i s h i n g  to h e a r  t h a t  so m e  so c ie t i e s  w ere  
p a r k i n g  t h e i r  fluid r e s o u r c e s  in s a v in g s  a c c o u n t  w h e n  fixed d e p o s i t s  of 
d i f f e r '  n t  m a t u r i t i e s  w e r e  a v a i l a b le  for i n v e s t m e n t .  T h e  s e c r e t a r i e s  of 
t h e s e  .societies w e re  not  ev en  a w a r e  of  th e  a d v e r s e  im p a c t  of t h e i r  bad  
i n v e s t m e n t  decis ions.  The  socie t ies  w ere  e i t h e r  r e l u c t a n t  or  ill eq u ip p ed  
to m a k e  full u se  of th e  r e f i n a n c e  faci l i ty  a n d  w ere  u s in g  t h e i r  ow n 
f u n d s  for l e n d in g  for a g r i c u l t u r a l  p u rp o s e s .  T h e  co m p l ic a ted  lo a n in g  
p r o c e d u r e s  a n d  n o n - a v a i l a b i l i t y  of t im e ly  c r e d i t  w e re  d e t e r r i n g  the  
soc ie t ies  from a v a i l in g  r e f in a n c e  faci l i t ies .  T h e  f in a n c in g  h a n k s  sho u ld  
rev iew  m d  rev ise  th e  lo an in g  pol ic ies  a n d  p r o c e d u r e s  to m a k e  th e m  
c u s t o m e r  fr iendly .

N o n - b a n k in g  b u s i n e s s  o f  t h e  so c ie t i e s  w ere  o f ten  a d r a i n  on th e  
p ro f i t a b i l i ty  of  sev e ra l  socie t ies .  Due to t he luck of s e p a r a t e  a c c o u n t in g  
s y s t e m  for each  ac t iv i ty ,  the  soc ie t ies  w ere  not ab le  to e v a l u a t e  the  
cost a n d  b en e f i t  of e a c h  ac t iv i ty .  A ct iv i ty  baaed  co s t in g  s y s t e m  m u s t  he 
l n t r o d 'n  erl m soc ie t ies  w h ich  c a r r y  on n o n - b a n k in g  b u s in e s s .

Exempt fur th e  c o n v e n t io n a l  a n n u a l  b u d g e t ,  th e  PA CS w e re  n e i t h e r  
p l a n n i n g  nor  c o n t ro l l in g  t h e i r  p e r f o r m a n c e  in a s y s t e m a t i c  m a n n e r  
T h e  int r o d u c t io n  of  p e r f o r m a n c e  b u d g e t i n g  in PACS will lend  m ore  
p r e d i c t a b i l i t y  to th e  o p e r a t i o n s  of  PA CS.  P l a n n i n g  a n d  c o n t r o l  of 
p e r f o r m a n c e  p r e s u p p o s e s  the  p r e s e n c e  of a n  in f o r m a t io n  s y s te m  A 
i n m p u t r  rmed n< count ing a n d  m a n a g e m e n t  in form al  ion s y s te m  su i ta b le
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in i In- o r g a n i s a t i o n a l  f u n c t io n s  a n d  m a n a g e m e n t  dec is ion  n e e d s  of the  
I* \ (  \S in Uttt be devi ' loped

P e v e l o p i m - n t  ol a p p g o p r i o t i  s y s t e m s  a n d  a b s o r p t i o n  of m o d e r n  
t e c h n o l o g y  m u s t  be s u p p l e m e n t e d  a n d  i ( . i m p l e m e n t e d  by  t h e  
d e v e l o p m e n t  of  h u m a n  r e s o u r c e s  T h e  r e q u i r e m e n t  pol ic ies  in PA( S 

lumld be th o r o u g h ly  r ev iewed  a n d  revis ed HiBh to a t t r a c t  p r o fe ss iona l s  
w i t h  t h e  r igh t  k n o w le d g e ,  sk i l l s  a n d  a t t i t u d e  to m a n  t h e  P A C S  in 
K e r a l a  T h e  c u t t i n g  e d g e  o f  m o d e r n  b u n k i n g  is t e c h n o l o g y  a n d  
a p p r o p r i a t e  h u m a n  skil ls.


